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CONTAINER CORPORATION OF AMERICA 



We are submitting herewith the Annual Report of Container Corporation of 
America for the year ended December 31, 1934. The Auditor’s Certificate, Con¬ 
solidated Balance Sheet and Summary of Consolidated Profit and Loss and Surplus 
Account are a part of this report. As in previous Annual Reports, various com¬ 
ments, detailed comparisons and additional information follow: 


FINANCIAL REVIEW 

PROFIT AND LOSS. Operations for the twelve month period ended December 
31,1934 resulted in a profit of $1,112,711; the previous year’s profit was $140,921. 
In each case, these results are after interest charges, amortization of discount and 
expense on bonds and debentures, reserves for doubtful and bad accounts, revalu¬ 
ation of inventory to the lower of cost or market, provision for depreciation and 
federal income tax. Profit realized on the purchase of the Company’s own bonds 
and debentures at a discount in anticipation of sinking fund requirements, and 
book losses resulting from replacements of the larger units of physical properties 
during the year, are not included in income but as in previous years have been 
entered direct to earned surplus. It was considered as in previous years that neither 
the profit on bonds and debentures nor similar losses on capital assets could be 
considered strictly operating credits or debits, and had they been so considered, 
it would have substantially destroyed the continuity of comparison of annual 
operating results and be misleading in calculating per share earnings. 
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Attention is directed to the fact that the amount of depreciation charged to 
operations in 1934 was $984,162 as compared with $791,007 in the previous year. 
The excess of $193,155 is largely the result of an increase made in the depreciation 
rates over previous years so as to more closely conform with actual experience of 
useful life of buildings, machinery and equipment. After provision for cunent 
preferred stock dividends, the above mentioned earnings amounted to $1.58 
per share on the Class A Common Stock and S0.79 per share on the Class B Com¬ 
mon Stock. 

Acomparativesummaryofoperatingresultsfortheyearsof 1932, 1933 and 1934 
is given in the following tabulation: 


Year Ended December 31 
*932 _*933_ *934 

Consolidated net sales (including brokerage 

sales of subsidiary). 811,457,966 815,419,759 8*8,316,508 

Cost of sales (exclusive of depreciation).... *0,292,552 12,819,457 14,140,468 


Gross profit (exclusive of deprecia¬ 
tion). S 1,165,414 S 2,600,302 $ 4,176,040 

Selling, administrative and general expenses 
(exclusive of depredation). 1,188,528 1,096,807 1,375.625 


Profit or loss from operations (exdusive 

of depredation). $ 33,1x4 8 1,503,495 8 2,800,415 

Miscellaneous income. 30,966 40,497 57,218 


8 7,85a 8 1,543,99* 8 2,857,633 


Other Charges: 

Interest. 8 485,639 $ 462,853 8 445,565 

Provision for bad debts. 45,863 100,211 74,434 

Provision for Federal income taxes. . . 195,000 


8 53*,50a 8 563,064 8 7*4,999 


Profit or loss before adding non-cash 

items. 8 533,650 8 980,928 8 2,142,634 


Charges not involving cash: 

Provision for depreciation. 8 806,467 8 791,007 8 984,162 

Amortizadon of bond discount. 50,246 49,000 45,761 


8 856,713 8 840,007 $ 1,029,923 


Net profit or loss . 8 1,380,363 8 *40,921 8 1,112,711 


. Note—In statements issued in previous years "Provision for bad debts" was induded in 
"Selling, administrative and general expenses”. Above statement has been corrected to 
conform with the current year by setting forth "Provision for bad debts" os a separate 


Note—Loss shown in italics. 
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While the increase in net profit over the previous year amounts to 8971,790, 
it should be remembered that 8193,155 additional depreciation was taken as com¬ 
pared with the previous year. Therefore, the actual comparison of the two years 
indicates a betterment of 81,164,945 over 1933. 

Sales volume increased 18.8% in dollars but showed a decrease of 2.5% in units 
compared with 1933. During the year, there was a rather gradual decline of selling 
prices which was largely offset by a corresponding decline in cost of raw materials 
and operating supplies. However, the average selling price per unit for the year 
of 1934 was considerably higher than for the previous year, even though lower 
than at the peak of 1933. 

The Paperboard Industry operated at 60% of lull capacity in 1934, 63% in 
1933. 56% in 1938, 63% in 1931, 65% in 1930 and 78% in 1929. Your Corpora¬ 
tion, during the past year, operated at 62% of its capacity. It is evident that in 
1934 the Paperboard Industry has again demonstrated its ability to run at a rather 
satisfactory rate but that the much better results obtained by most factors in the 
Industry, including your Corporation, were largely the result of better price levels. 

The question is often asked, what if any effect, the Paperboard Code had upon 
prices and what the effect would be if die code were withdrawn. Prices in the 
Paperboard Industry advanced sharply five months before the code was signed; 
therefore, price betterment did not come as a result of code operations. Further¬ 
more, there are no provisions in the Paperboard Code relative to selling price or 
^ to anything directly affecting selling price. The only mandatory provisions in the 
code deal with scale of wages and hours of labor. For that reason, a possible dis¬ 
continuance of the Paperboard Code should not have any direct effect upon future 
price levels. 

Towards the end of 1934, your Corporation entered into a contract with an 
outside corporation, called Frederick G. Becker, Inc., whereby this Corporation 
- agrees among other things to pay 75 cents a ton for all of its paperboard produc¬ 
tion at stated intervals for a three year period; these funds less a 10% administra¬ 
tive charge are held by Frederick G. Becker, Inc., subject to your Company’s 
disposition and upon its authority may be used for the lease or acquisition of paper 
mill properties by your Company. If at the end of three years, any or all of the 
. monies paid in have not been used for such purpose, then at the end of two 
further years, such monies will be returned to your Corporation together with 
interest earned thereon. 

Since the close of 1934 and up to the present writing, the paper mill properties of 
Marion Paper Company at Marion, Ind., and of Paper Boards, Inc., Chicago, 
Illinois have been acquired by your Company and the initial cash payments as well 
as deferred payments are being made from funds of your Company on deposit 
with Frederick G. Becker, Inc. 

In this way, it is possible for your Company to take over the business of these 
acquired companies into its own plants and thus increase your Company’s volume 
without unnecessarily disturbing market conditions. 

On the balance sheet, the item called, “Advances on Purchase of Properties,” 
together with footnote (5) relate to the above. 
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WORKING CAPITAL. There follows a comparison of working capital at Decem¬ 
ber 31,1933 with December 31,1934 with a column showing increase or decrease 
of each item: 



From the above tabulation, you will note that there was a decrease in working 
capital of 8129,637 during the year. The substantial sum of 81,996,138 was ex¬ 
pended for improvement of buildings, machinery and equipment. Also Sai 1,981 
was spent in the purchase of 8268,000 par value of bonds and debentures and 
823,321 in the acquisition of 256 shares of preferred stock. In addition, 8343,100 
par value preferred stock (3,431 shares) was accepted as part payment for product 
sold to one of the Corporation’s large customers who was and is also a large pre¬ 
ferred stockholder. The funds needed for these capital expenditures were entirely 
provided out of the funds supplied by earned depreciation and operating 
profit. 

In spite of the capital expenditures made, cash was increased by 8381,296. 
Accounts receivable decreased 83,995 a f ter provision for bad and doubtful ac¬ 
counts which is believed to be ample to take care of any probable losses. Credit 
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losses during the year were again comparatively small. Inventory was $132,886 
less than a year ago. In accordance with regular practice, inventories were written 
down to the lower of cost or market, and raw, semi-finished and finished goods 
appearing in the inventory are in good condition and free of obsolete and un¬ 
merchantable items. 

The following is an application of funds statement showing the sources of funds 
and disposition of same: 


Funds provided from the following sources: 
Profit for year. 

Add expense items not involving cash— 

Provision for depreciation. 

Amortization of bond discount and ex- 


Net decrease in working capital. 

Decrease in other notes and accounts receiv¬ 
able. 

Decrease in deferred charges other than bond 
discount. 


45,76» $2,142,634 
129,637 

53,739 

90,000 


Were expended or accounted for as follows: 
Purchase of Company’s own bonds and deben¬ 
tures (par value $268,000). 

Acquisition and purchase of Company’s pre¬ 


ferred stock (par value 8368,700). 

Additions to plant and equipment. 

Deduct net book value of plant and equip¬ 
ment retired. $339,°3> 

Less amount on which book loss was 
charged to surplus. 254,935 


$2,416,010 


$ 211,981 
104,487 

$>,996,138 


84,096 1,912,042 


Increase in current maturities of funded debt.. 


187,500 


FUNDED OBLIGATIONS. During the year, your Corporation’s funded debt was 
decreased by $455,500. However, $187,500 of this amount represents an increase 
in the current maturities of funded debt because of insufficient bonds in the treasury 
at the close of the year to meet 1935 sinking fund requirements; the actual decrease 
of funded debt in the hands of the public therefore was $268,000. The Company 
had in its treasury at the end of the year $57,500 of first mortgage bonds in an¬ 
ticipation of 1935 sinking fund requirements of $250,000. Sufficient debentures are 
held in the treasury for sinking fund requirements in excess of two years in ad¬ 
vance. All interest payments were made when due and sinking fund requirements 
were met in accordance with provisions of the trust indentures. 
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The following schedule indicates the reduction of funded indebtedness less 
current maturities: 


First Mortgage Sinking Fund 6% Bonds due 

June 15, 1946. 

Fifteen Year 5% Debentures due June 1, 

*943.•• 

Dixon Board Mills, Inc. First Mortgage 6% 

Bonds (due serially to 1942). 

Total in hands of public. 

Less current maturities: 

First Mortgage Sinking Fund 6% Bonds 

due June 15, 1946. 

Dixon Board Mills, Inc. First Mortgage 

6% Bonds (due serially to 1942). 

Total included in current liabilities.... 
Total funded debt. 


Increase 

Dec. 31, Dec. 31, or 


1933 

>934 

Decrease (d) 

83,615,500 

83,55>,50o 

8 64,000 (d 

4,436,000 

4,280,000 

156,000 (d) 

201,500 

153,500 

48,000 (d) 

88,253,000 

$7,985,000 

8268,000 (d) 

8 . 

8 192,500 

8192,500 

14,000 
$ 14,000 

88,239,000 

9,000 
8 201,500 
87,783,500 

5,ooo (d) 

8187.500 

8455.500 (d) 


CAPITALIZATION. During the year, the Corporation accepted from one of its 
largest customers in accordance with contract, 3,431 shares of its own preferred 
stock at a price of less than $24.00 per share as part payment for merchandise sold. 
In addition, the Corporation purchased at an average price of $91.00 per share, 
256 shares of its preferred stock in anticipation of future sinking fund requirements. 
All of the above mentioned shares of preferred stock have been retired by proper 
Board action since the close of the year. 

The Company, during the year, conformed with the requirements of the 
Securities and Exchange Commission and temporarily registered its securities 
which are listed on the New York Stock Exchange; namely, the Class A and 
Class B Common stock issues, the First Mortgage Bonds and the 5% Debentures. 
The management at the present time is giving consideration to the requirements 
for permanent registration of these securities. 
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The following summary gives the various issues of capital stock of the Cor¬ 
poration: 


Class of Stock 


Outstanding 
Shares December 31, 

Author- Shares 1933 

ized Issued Shares Amount 


Outstanding 
December 31, 
*934 

Shares Amount 


Preferred— 

7% Cumulative . *140,431 


Original Series 
(Par Value 8100)... 

*5,43* 

*5,43* 81,543,100 

*i,744 8*,*74,400 

Second Series 
(Par Value 8 too)... 

3,200 

322 

32,200 

322 

32,200 

Common 

Class A. 2,000,00 

0 373,555 

373,555 

7,47*1*00 

373,555 

7,471,*00 

(Par Value S20) 

Class B. 1,200,00 

0 582,389 

582,389 

2,890,945 

582,389 

2,890,945 

(No Par Value) 

In Treasury 

Preferred 1st Series (deducted above) 
Preferred 2nd Series (deducted above) 

2,878 

287,800 

t3,687 

12,878 

368,700 

287,800 

Common Class A 


5,625 

70,500 

5,625 

70,500 

Common Class B 


*4,637 

23,250 

14,637 

23,250 


'Originally authorized 150,000 shares—retired 9569 shares. 
tRetired in 1935- 


ADJUSTMENTS TO SURPLUS. The profit made on purchase of bonds and de¬ 
bentures below their par value amounted to 856,019. This was credited to earned 
surplus. In connection with the extensive program for plant improvements, various 
large units of physical property were retired during the year and the computed loss 
thereon of 8254,582 was charged direct to earned surplus. Losses on other retire¬ 
ments of smaller units not directly connected with the improvement program 
amounting to 851,455 have been charged to profit and loss account. The discount 
on preferred stock acquired below its par value in the amount of 8264,213 was 
credited to capital surplus. 

The above credits and debits made to surplus account, in addition to the credit 
of 81,112,711 net profit for the year, affected surplus as shown in the following 
tabulation: 


Earned Surplus: 

Profit for year. 81,112,711 

Profit realized on Company’s bonds and debentures purchased below 

par. 56.o«9 

81,168,730 

Less: 

Loss on large units of property retired. . 254.562 

Net addition for year. 8 914,148 
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OPERATIONS 


In last year’s Annual Report, it was stated, “Some needed capital expenditures 
which were put off during the depression should be considered.” For the four 
years from 1930 to 1933 inclusive, it was deemed essential to conserve cash re¬ 
sources in the absence of profitable operations, and to refrain from making im¬ 
portant capital expenditures in the face of distressing business conditions on all 
sides. When in the latter part of 1933 operations had again begun to result in 
profit and the outlook for the future seemed considerably improved, an extensive 
improvement program for the next three years was presented by the Operating 
Department. It was considered essential by the management that certain improve¬ 
ments and renovations be made in order to keep your Corporation competitively 
in the forefront as regards both quality of product and cost of production. All 
capital expenditures which were suggested had been carefully checked over by 
not only the technical and operating staff of your Corporation but also by nation¬ 
ally known outside experts. As available cash resources and substantially improved 
earnings allowed, capital expenditures were approved step by step. As a result, 
capital expenditures were authorized from time to time, as cash funds from earn¬ 
ings before depreciation became available, and proceeded with to the very sub¬ 
stantial amount of 81,996,138. These improvements were of three types: 

1. Expenditures which were essential in order to insure safety of opera¬ 
tions such as new boiler installations. 

2. Expenditures which were necessary in order to keep pace with im¬ 
proved quality, available only through the installation of modernized 
equipment. 

3. Expenditures which would result in such lower costs that the invest¬ 
ment would pay for itself within two or less years. 

In no case were expenditures made for the purpose of expanding capacity; such 
minor additional capacity as resulted was'secured only incidentally because the 
expenditure was required under one of the three above mentioned classifications. 
Generally speaking, expenditures were made in connection with renovation of 
boiler and power equipment, rebuilding of paper mills and collateral equipment, 
providing for greater and more economical storage facilities for both raw material 
and semi-finished product and rehabilitation of box factory machinery and equip¬ 
ment. While the three year improvement program laid out a year ago has not 
been fully completed, nevertheless, a major part has been finished. As a result, 
both quality of product and operating costs have been improved, and this double 
betterment should reflect itself in future operating results. Now that the Corpora¬ 
tion has spent in the year of 1934 a very substantial amount for improvements and 
has made up for some of the deficiency of expenditures of the four previous years, 
the amount of future yearly capital expenditure requirements has, of course, been 
reduced. As long as the Corporation is depreciating its properties at the rate 
of approximately 81,000,000 a year, average additional annual expenditures in 
the future should not exceed that figure to any large extent and probably will be 
kept well within that amount barring any now unforeseen requirements. 

In addition to the above mentioned capital improvements, an amount of 
8987,480 was expended for repair and maintenance of equipment; this sum was 
entirely expensed or absorbed in the cost of operations. 

It is very gratifying that these two large amounts for capital expenditures and 
for repair and maintenance could be disbursed without substantially impairing 
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working capital and could be financed entirely out of profits and earned deprecia¬ 
tion without having to take recourse to any outside borrowing. 

Your Corporation is conforming with the hours of labor prescribed by the 
various codes under which it operates. The wage scale being paid at its plants is 
well in excess of that required by the controlling codes. Your Company is now 
employing more men and women than at any time in its history, due to the shorter 
working week and working day and to reasonably good volume. 

SALES 

Consolidated net sales were $2,896,749 higher than in the preceding year. 

The change in the prohibition laws supplied an additional new and important 
avenue of distribution for the product of the Container Industry. The Sales 
Development and Promotion Department developed some extremely attractively 
and artistically designed cartons and shipping cases for many of the large manu¬ 
facturers of liquor products. As a result, your Company has been and is enjoying 
substantial business with many of the best known distillers. Further research and 
development work is constantly going on in the operating laboratories and sales 
divisions on all types of new products which can be packaged advantageously in 
some form of paper container. 

Even though there has been a considerable increase in the selling price of paper 
products manufactured by your Corporation, followed by a small recession from 
the peak prices attained, nevertheless, present selling prices are somewhat less 
than 80% of the ig26 level. In other words, the Paperboard and Container In¬ 
dustry has made such improvements over the last four or five years that it can 
now realize a fair profit on a very much lower selling price basis than in the 
decade between 1920 and 1930. This economic fact is bound to result in the con¬ 
tinuous opening of new sales fields for the product of this industry. 

The active list of customers of this Corporation aggregates approximately five 
thousand industrial concerns. Practically every manufactured product in daily 
use by the people of the United States today requires a package of some sort to 
protect it in its transportation from point of production to point of consumption. 
Included among the most important items from point of view of volume to be 
packed in cartons and containers of your Corporation are canned foods and 
cereals, soap and cosmetics, drugs and medicines, furniture and household furnish¬ 
ings, textiles and wearing apparel, glass and chinaware, cigars and cigarettes, 
automobile accessories, (such as tires, tubes, spark plugs, bumpers, etc.) meats, 
sugar, salt, candy, bottled goods, jewelry, hardware, toys, matches, paints, inks 
and many other products too numerous to mention. 

SUBSIDIARIES 

The wholly owned subsidiary companies, namely, Pioneer Paper Stock Company 
and Chicago Mill Paper Stock Company which gather, clean, bale and deliver 
waste paper, do an important paper stock brokerage business and also manufacture 
and sell shredded paper used in the packing of fragile and breakable commodities, 
had a satisfactory year and contributed to profit. 

As of July 1, 1934, the plant at Kalamazoo, Michigan, formerly operated by 
the Kalamazoo Trading Company, was leased and is now doing a general paper 
stock business under the same management as the two above mentioned sub¬ 
sidiary companies. 
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EARNINGS AND DIVIDEND OUTLOOK 

While earnings are always unpredictable in advance, the immediate outlook ap¬ 
pears quite favorable. Profit and loss for the month of February was very adversely 
affected by a strike in our largest plant, namely Philadelphia. It was felt by 
the majority of our employees, as well as by the Management, that this strike was 
entirely uncalled for in view of the ample wages being paid and the otherwise 
satisfactory working conditions. Full time operations were resumed in the paper 
mill on February a8th and in the box shop on March 5th. January profits were 
quite fair and earnings for March should be very satisfactory. 

It was mentioned in last year’s Stockholder’s Report that in addition to making 
some needed capital expenditures, earned surplus would have to be rebuilt and 
accrued preferred dividends taken care of before common stock dividends could 
be considered. The progress made during 1934 is that the very large capital 
expenditure program for the year was completed; earned and capital surplus was 
improved by $1,178,361; but no preferred dividends were paid. As of December 
31, 1934, dividend arrears on the outstanding preferred stock amounted to 
$337,848. Since the close of 1934 your Directors have declared a dividend of 
$7.00 per share, amounting to $84,462, on the outstanding Preferred stock. This 
dividend is payable on April 1, 1935. 

In view of the fact that the present preferred dividend requirements amount to 
only $84,462 per annum, it should not take too long to pick up back payments 
while taking care of future payments currently. The preferred dividend require¬ 
ments of 1934 were earned thirteen times. 

Consideration of common dividend payments will be in order whenever earnings 
and outlook justify, adequate provision for sinking funds on the substantial funded 
debt have been made, cash resources permit and after arrears of preferred divi¬ 
dends have been paid. 

ORGANIZATION 

In face of the present higher cost of doing business, it is pleasing to note that the 
combined cost of selling and administrative expense was 6.8% of sales compared 
with 6.9% of sales during the preceding year. 

It is again timely to express appreciation for the good work done by the mem¬ 
bers of the Sales, Operating, Service Departments and office organizations. The 
most important element in the successful operation of any business such as this is 
undoubtedly an alert, intelligent and aggressive organization. We feel that your 
Corporation has such an organization and attribute* to it much of the progress 
made. 

Walter P. Paepcke, President 
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CONTAINER CORPORATION OF AMERICA 

CONSOLIDATED BALANCE SHEET 

ASSETS 


Current Assets: 

Cash on hand and in banks. S 820,911.86 

Customers’ notes and accounts receivable— 

Notes. $ 82,159.14 

Accounts. 1,193,265.14 

8 1,275,424.28 

Less—Reserves for doubtful ac¬ 
counts and allowances. 162,945.99 1,112,478.29 

Sundry current receivables. 33,620.92 

Inventories of raw materials, work in process, fin¬ 
ished goods and supplies—quantities and condi¬ 
tion determined by employees of company; 

priced at the lower of cost or market. 2,489,421.95 

Total current assets. S 4,456,433.02 

Other Receivables and Investments— at cost: 

Advances on purchases of properties (5). 8 48,946.83 

Due from sale of property. 22,500.00 

Other advances, deposits, etc.. 65,393.62 136,840.45 

Plant and Equipment— stated at amounts recorded 
at dates of acquisition (including acquisitions for 
stock) based, in part, on appraisals, plus additions 
since at cost, less reserve for depreciation: 

Land. 8 3,219,639.58 

Buildings including leasehold 

improvements. 8 7,450,843.47 

Machinery and equipment. 12,544,205.73 

Furniture and fixtures. 53,172.42 

820,048,221.62 

Less—Reserve for depreciation.. 5,789,049.41 14,259,172.21 

Construction in progress. 124,590.84 17,603,402.63 

Deferred Charges to Future Operations: 

Unamortized debt discount and expense. 8 359,636.45 

Deferred maintenance charges, etc. 30,616.83 

Prepaid insurance. 96,902.06 487,155.34 

Goodwill and Patents— written down in prior 

years to nominal value. 1.00 

822,683,832.44 

NOTES: ===== 

(1) The entire capital stock, except directors' qualifying shares, of Chicago Mill Paper 
Stock Company, a subsidiary, is pledged with the trustees for the first mortgage bonds. 

(2) The articles of incorporation provide for an annual sinking fund of $200,000.00, if 
earned, for redemption of original series preferred stock. Purchases of such stock in 
excess of requirements for 1935 (based on 1934 earnings) amounted to $49,347.02. 

(3) Under the terms of the indenture securing the 5% debentures, subsidiary companies 
may not pay any cash dividends except out of net profits accruing subsequent to 
January 1,1928. Surplus accounts of subsidiaries at that date amounted to $367,184.86. 

■ (4) Merchandise in transit ($72,999.43) has not been included in the inventories or in the 
liabilities. 

(5) In January, 1935, the company acquired additional properties for a total consideration 
of $534,789.69 payable $196,029.69 in 1935 and the balance ($338,760.00) subsequent 
to 1935. (See page*J of President's letter). 
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Iand subsidiary com pa n 

DECEMBER 31, 1934 


E S 

LIABILITIES 


Current Liabilities: 

Accounts payable. $ 662,191.68 

Due for plant improvements. 326,164.22 

Accrued interest, wages, taxes, etc. 304,602.09 

Provision for Federal income taxes for 1934. 195,000.00 

Funded-debt sinking-fund requirements and ma¬ 
turities in 1935 in excess of bonds held in 

treasury. 201,500.00 

Total current liabilities. S 1,689,457.99 

Funded Debt —less sinking-fund requirements and 
maturities in 1935 shown above and bonds held in 

treasury (see accompanying schedule). 7,783,500.00 

Reserve for Continoencies . 81,622.71 


Contingent Liabilities Reported: 

Federal income-tax returns from 1926 to date are 
in dispute. The maximum amount of additional 
taxes and interest which may be payable is not 
determinable but is in excess of the reserve for 
contingencies. 

Capital Stock and Surplus: 

Capital stock— 

Cumulative preferred of St 00-par value— 
authorized 140,431 shares— 

Original series—7% sinking fund—issued 
25,000 shares, retired 9,569 shares, in 
treasury 3,687 shares (retired in 1935), 

outstanding 11,744 shares. 8 1,174,400.00 

Second series—7%—issued 3,200 shares, in 
treasury 2,878 shares (retired in 1935), 

outstanding 322 shares. 32,200.00 

Cumulative-preferred dividends on 
both series accrued from January 1, 

1931 amounted to 828.00 per share, 
or.• 8337.848-°° 

Common— 

Class A—authorized 2,000,000 shares, par value 

S20—issued 373,555 shares. 7,471,100.00 

Class B—authorized 1,200,000 shares, no-par 

value—issued 582,389 shares. 2,890,945.00 

Total capital stock. 811,568,645.00 

Surplus- 

Capital surplus. 81,922,498.80 

Lea—Eamed-surplus deficit. 268,142.06 1,654,356.74 

813,223,001.74 

Less—Treasury stock at cost (5,625 shares of Class A 

and 14,637 shares of Class B). 93,750.00 i3.»29,25»-74 

822,683,832.44 
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CONTAINER CORPORATION OF AMERICA 

AND SUBSIDIARY COMPANIES 

SUMMARY OF CONSOIIDATID PROFIT.AND-LOSS AND SUR¬ 
PLUS ACCOUNTS FOR THE YEAR ENDINO DECEMRER 31, 1934 


PROFIT-AND-LOSS ACCOUNT 
Net Profit from sales after deducting cost of sales 
including raw materials, labor and overhead (ex¬ 
clusive of depredation) and selling and administra¬ 
tive expenses (exdusive of bad debts). 

Deduct—P rovision for depredation. 


Net profit from operations. 

Deduct: 

Rent, loss on assets retired, etc. $ 133,986.54 

Provision for bad debts. 74,434.46 


*2,804,476.69 

984,161.57 * 

81,830,315.13 


S 307,431.00 


Purchase discounts, rental and interest earned, 

etc. S 136,873.81 

Adjustment of provision for prior years’ general 

taxes. 49,869.31 


Net profit before interest and Federal taxes.. 

Interest Charges: 

Interest on fust mortgage bonds. S 314,501.7a 

Interest on debentures. 815,939.47 

Amortization of bond discount and expense. 45,760.90 

Other interest, etc. 15,133.83 

Net profit before provision for Federal taxes. 

Provision for Federal Income Taxes. 


and paper mill 

Capital Surplus: SURPLUS ACCOUNTS 


Balance at December 31, 1933. $1,658,385.41 

Add—Discount on 3,687 shares of preferred stock 

reacquired during year. 364,313.39 

Balance at December 31, 1934. 

Earned Surplus (defidt): 

Balance at December 31, 1933 (defidt). $1,182,389.71 

Add—Special provision for loss on retirement of 
plant and equipment in connection with im¬ 
provement program. 854,582.42 

81,436,873.13 


Net profit for the year carried to surplus.... 

•Depredation rates uaed In 1934 as compared with thole used In 19 
,—n a% to aHfo on buUdlngi, from 4% to 6% on power plan 
ihlnery, and from 7X% to 10% on general machinery. 


186,143.12 
$ 21,277.88 
8*.799,037-84 


49t,335.9a 
*t,307,7* »*33 
195,000.00 
$1,112,711.33 


$1,922,498.80 


Deduct— 

Discount on bonds and debentures purchased in 
antidpation of sinking-fund requirements.... 
Net profit for year, as above. 

Balance at December 31, 1934 (defidt).... 
Net surplus balance at December 31, 1934. 


$ 56,018.75 

1,112,711.32 
$1,168,730.07 


268,142.06 

$1,654,356.74 
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CONTAINER CORPORATION OF AMERICA 

STATEMENT OF FUNDED DEBT • DECEMBER 31, 1934 


PARTICULARS 

Authorized. 

Less—Unissued. 

Deduct: 

Redeemed. 

In treasury for 1935 sinking-fund requirement or maturity... 
In treasury in excess of 1935 sinking-fund requirement or 

maturity. 

Total. 

Balance, December 31, 1934. 

Deduct— Amount included in current liabilities (sinking-fund 
requirements and bond maturities in 1935 in excess of bonds 

held in treasury). 

Balance payable subsequent to December 31,1935. 


Container Corporation Dixon Board 

of America Mills, Inc. 

(3) First Mortgage 

(1) First Mortgage (a) 5% Debentures 6% Bonds Due 


6% Bonds Due 
June 15, 1946 
$10,000,000.00 
5,000,000.00 

Due 

June 1,1943 
86,000,000.00 

8 5,000,000.00 

86,000,000.00 

8 1,391,000.00 

81,300,000.00 

(4) 57.500.00 

200,000.00 

220,000.00 

8 1,448,500.00 

81,720,000.00 

8 3.55*.5°o.oo 

• 192,500.00 

84,280,000.00 

8 3,359,000.00 

84,280,000.00 


Serially to 


De cember 1,19 4a Total 


8350,000.00 

816,350,000.00 

5,000,000.00 

8350,000.00 

811,350,000.00 

$110,000.00 

11,000.00 

8 2,801,000.00 
268,500.00 

75,500.00 

8196,500.00 

8153,500.00 

295,500.00 
8 3,365,000.00 
$ 7,985,000.00 

9,000.00 

201,500.00 


8144.500-00 8 7,783,500.00 


(1) The trust indenture requires semi-annual sinking-fund payments 

of (62,500.00 (or deposit of an equivalent par value of bonds) 
and in addition annually on May I, an amount equivalent to 
20% of the net profits for the preceding year remaining after 
payment of dividends for the year on the outstanding pre- 
fened stock; such additional amount not to exceed (125- 
000.00. Under these terms, a sinking-fund payment of 
(250,000.00 must be met in 

(2) The trust indenture requires sei 

of (100,000.00 or deposit of: 


1935- 

ni-annual sinking-fund payments 
m equivalent par value of bonds. 


(3) 


(4) 

(5) 


These bonds were assumed by Container Corporation of Amer¬ 
ica during 1930 and mature (20,000.00 annually in 1935 and 
1936, (30,000.00 annually from 1937 to 1941, inclusive, and 
(50,000.00 in 1942. 

(18,000.00 deposited as an indemnity bond in connection with 
legal proceedings. 

In 1935, the company acquired additional properties, and as 
part consideration therefor, assumed (318,760.00 of mort¬ 
gage debt maturing from 1936 to 1939. 
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MONTGOMERY WARD & CO., 


Sixty-Third Annual Report 
Twelve Months Ended January 31, 1935 





Chicago, Illinois 
March IS, 193S 


To the Stockholders of 

Montgomery Ward 13 Co.: 

The following report presents the financial position 
of your .company at January 31, 193S and the results 
of its operations for the year. 

Net profit for the year was 29,161,054, which is 
equal to 21.72 per share on the Common stock out¬ 
standing after providing for current dividends on 
Class "A” stock. For tne previous fiscal year, the 
corresponding earning was 22,227,957, or 18 cents 
per share. Profit for the past year was after full 
charges for depreciation of fixed properties, inventory 
shrinkages, losses on accounts receivable, and taxes 
of all kinds. 

Net sales for the twelve months were 2249,805,721. 
With the exception of 1929, this was the highest 
volume for any year in the company’s history. The 
improvement in net earnings over last' year was due 
chiefly to the increased sales, with a corresponding 
reduction of operating costs in relation to the in¬ 
creased volume of business done. Each operating 
division of the company—retail, mail order, and 
factories—contributed to the year’s net profit. 

The larger volume of credit business during the 
year is in part the result of extending the company’s 
time-payment sales plan to its full line of merchandise. 
Much of this increase is in sales to regular customers 





with established credit standing. The collectibility of 
our receivables is good, and ample reserves for bad 
debts have been provided. Inventories of $53,184,318 
are in good condition and represent a merchandise 
position which is satisfactory in relation to the present 
volume of business. 

First mortgage notes and investments have been 
reduced $1,753,000, largely through the acceptance of 
Home Owners’ Loan Corporation bonds which in most 
cases have been converted to cash. At January 31 
our production of spring catalogs was further 
advanced than last year and heavier paper stock 
inventories were carried. Expenditures for additions 
to fixed properties, principally in the retail 
division, amounted to #3,877,500. Working capital 
of 385,716,188 at January 31 was $7,240,510 more 
than at the close of the previous year. The ratio of 
current assets to current liabilities was 7.17 to 1. 

The current trend of business, as reflected in the 
month of February just closed, shows a continued 
sales increase, but also a highly competitive price 
condition. This, with the increasing tax burden, 
indicates a lower net profit for the first half of 
the coming year. 

The program of rehabilitating the company’s 
operating properties, started in 1932 and now about 
half completed, is being actively continued. 

Respectfully submitted, 

Sewell L. Avery, 
President 




Montgomery Ward & Co 

(AN ILLINC 

Consolidated Bala 


Current Assets: 

Cash (less treasurer’s drafts outstanding). .. 

Marketable securities— 

U. S. Gov’t securities (market $1,760,728) $ 1,708,299.05 


$ 23,999,614.90 


















Montgomery Ward & Co., Incorporated 

COMPARATIVE CONSOLIDATED INCOME ACCOUNT 
FOR THE YEARS ENDED JANUARY 31, 1935 AND 1934 

Year End'd January 31 
1935 1931 

Net Sales . $249,805,721.00 $ 187,632,543.00 

Less- 

Cost of goods sold (including inventory write¬ 
downs) and all other expenses except 

depreciation and amortization .$235,741,378.02 $ 182,005,303.43 

Depreciation of fixed properties. 2,947,383.69 2,648,279.30 

Amortization of leasehold improvements.... 309,323,54 318,160.96 

$238,998,085,25 $ 184,971,743.69 
Net operating profit. $ 10,807,635.75 $ 2,660,799.31 

Interest earned on securities. $ 177,576.91 $ . 610,909.60 

Profit on securities and investments sold (net) 152,105.10 — 

Profit on sale of raw materials . 1,075,548,27 — 

$ 1,405,230.28 $ 610,909.60 

$ 12,212,866.03 $ 3,271,708,91 

Deduct— 

Loss on securities and investments sold (net) $ — $ 515,796.18 

Rent and liquidation expense on stores closed 

in prior years. 51,812.23 527,955.89 

Provision for inventory reserve. 1,000,000.00 — 

$ 1,051,812.23 $ 1,043,752,07 

Net profit before Federal and state in¬ 
come taxes .$ 11,161,053.80 $ 2,227,956,84 

Provision for Federal and state income taxes 2,000,000,00 _—_. 

Net profit carried to surplus. $ 9,161,053.80 $ 2,227,956.84 

* Included, in cost of goods sold and other expenses — $100,000.00 


1934-5 . 

19334 . 

1932-3 (13 months) 


RECORD OF ANNUAL NET SALES 


$249,805,721 1929. 

. 187,632,543 1928.. 

176,488,690 1927 . 

200,400,193 1926.. 

. 249,097,223 1925 . 


$267,325,503 
. 214,350,446 
. 186,683,340 
. 183,800,865 
. 170,592,642 
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Montgomery Ward & Co., Incorporated 

CONSOLIDATED EARNED SURPLUS ACCOUNT 
FOR THE YEAR ENDED JANUARY 31, 1935 
Balance January 31, 1934 . . $ 9,640,642.57 


Net profit for the year ended January 31, 1935 . 9,161,053.80 

Total. $ 18,801,696.37 


Dividends declared during the year on Class 
“A” stock (310.50 per share, leaving 33.50 

per share in arrears). $ 2,116,317.00 

Excess of amount at which 50,000 shares of 
treasury Common stock were carried on 
the books over the price at which they 
were sold to Mr. S. L. Avery in December 
1934 (511 per share) in accordance with an 

option agreement dated November 27,1931 310,930.00 2,427,247.00 

Balance January 31, 1935 . $ 16,374,449.37 


SUMMARY OF GENERAL RESERVE 
FOR THE YEAR ENDED JANUARY 31, 1935 
Balance January 31, 1934 . $ 1,885,388.51 


Deduct— 














Montgomery Ward & Co., Incorporated 
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Sewell L. Avery, Chairman 
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